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  1  This article is an updated version of a paper given at a conference on the Encyclical Caritas 
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Abstract
In Caritas In Veritate Pope Benedict XVI decries the present state of the world socially, politically, 
economically, and judicially. He sets out what should be so that each and every person can attain 
authentic human development, rather than remain mired in physical or spiritual poverty. While 
Caritas In Veritate calls upon economies, governments, and institutions to be and to do more, 
it fails to provide direction in terms of specific, feasible, incentive compatible socio-economic 
policies by which these goals can be achieved. By identifying the essential message of Caritas In 
Veritate, from the perspective of economics rather than theology, this article determines whether 
or not the temporal human development goals can be achieved, and if so, how.
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and  institutions  to be and  to do more, bypassing worldly constraints by appealing  to 
Article
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  2  Caritas in Veritate, 5.





international  levels, which might  be  promulgated,  organized  and  funded  by  govern-
ments, both individually and collectively? The answer provided in Caritas In Veritate 
itself would appear to be no.

























Charity  is  ‘the  theological virtue by which we love God above all  things for his own 
sake, and our neighbour as ourselves for the love of God.’5 Economics is ‘the [social] 
science which studies human behaviour as a relationship between ends and scarce means 
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  6  Lionel Robbins, An Essay on the Nature and Significance of Economic Science  (London: 
Macmillan, 1935).
  7  Gaudium et Spes, 69.
  8  This definition is echoed in the works of a number of economists who are concerned with 
ethical  economic  and  social  development  (see  Paul  Streeten,  et  al.,  First Things First: 
Meeting Basic Needs in Developing Countries [London: Oxford University, 1981]; Amartya 
Sen, ‘Development Thinking at the Beginning of the 21st Century,’ in Economic and Social 
Development into the XXI Century,  ed.  Louis Emmerij  [Washington, DC:  Inter-American 
Development  Bank,  1997];  and  David  Crocker,  ‘Toward  Development  Ethics,’  World 
Development 19 [1991]: 457–483).





Economics  is  bounded  by  the  finite. Truth  and  charity  exist  in  the  infiniteness  of 
God’s love. Thus, many things are impossible for humankind, but nothing is impossible 
for God. And while  ‘God destined  the  earth  and all  it  contains  for  all  people  and all 
peoples  so  that  all  created  things would be  shared  fairly by all mankind under  the 
guidance of justice tempered by charity,’ it is economic decisions made by individuals, 
communities,  religious  institutions,  businesses,  and  governments  (local,  regional, 
national, international), individually or as part of a coalition or an alliance, that govern 
that  sharing.7 These decisions,  individually or  collectively made,  and  their outcomes, 
remind us of what is possible on this earth and what is not.
Charity  in  truth defines a way of  living  in which  the choices  taken are ethical and 
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  9  Albino Barrera, ‘Degrees of Unmet Needs in the Superfluous Income Criterion,’ Review of 
Social Economy  55  (1997):  464–486,  at  475  and  470; Marcelo  Sorondo,  ‘For  a  Catholic 
Vision of the Economy,’ Journal of Markets and Morality 6 (2003): 7–31.




12  John Whalley ‘Globalisation and Values,’ The World Economy 31 (2008): 1503–1524.
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tively  rich, but  it could be  justified  if  the  first period  transfer  from rich  to poor were 
viewed as a  loan  rather  than a gift.  In  the  third  scenario,  the economic outcomes are 



















































goals  should  be  pursued  is  not  the  same  as  agreeing  on  how  they will  be  achieved. 
Secondly, achieving these goals leaves no one in society worse off in some well-defined 
sense—either in a purely economic sense or in a socio-economic sense—than they would 
have been  in pursuing alternative economic and/or social paths.  It must be noted  that 
being better off than one would have been if one had pursued a different path does not 
guarantee  that  one  is  satisfied:  the  poor may  remain  relatively  poor  and  resent  this. 
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17  Caritas in Veritate, 19.
18  Thomas DeLeire, Thomas  Jeitschko,  Séamus O’Connel,  and Rowena  Pecchenino,  ‘Love 
Thy Neighbor as Thyself:  Community Formation and the Church,’ Faith & Economics 55 
(2010): 19–56.
19  Abram deSwaan, In Care of the State: Health Care, Education and Welfare in Europe and the 
USA in the Modern Era (New York: Oxford University, 1988).
rich and is called upon to help the current poor.16 Thirdly, even under the assumption of 
economic gains over all,  initial redistributions of resources can generate both positive 
and  negative  economic  and  social  side  effects,  such  as  greater  social  solidarity  and 
improved productivity  via  higher  average  levels  of  human  capital,  or,  contrarily,  less 














and  social  benefits. Clearly,  this  implies  also  that  in  order  to  secure  high  enough 
economic benefits from alternative uses of resources, the finite social losses imposed as 
a  result of withdrawing  from society  (made up of both haves and have-nots) may be 
worth absorbing. ‘As society becomes more globalized, it makes us neighbours but does 
not make us brothers.’17 Society is, at best, fragile.




Transfers  from rich  to poor so as  to achieve societal goals were, during  the medieval 
period in Europe, facilitated by the Church which, at this time, was able more effectively 
to promote a  life of charity  in  truth.18 DeSwaan contends  that  the social  stability and 
cohesion necessary  for  the  formation of  small  towns and urban centres would have 
been impossible without a system of poor relief.19 To establish a viable system it was 
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20  See deSwaan, In Care of the State: Health Care, Education and Welfare in Europe and the 
USA in the Modern Era; Burton Abrams and Mark Schitz,  ‘The ‘Crowding-Out’ Effect of 
Governmental  Transfers  on  Private  Charitable  Contributions,’  Public Choice  33  (1978): 
29–39.
21  Caritas in Veritate, 21 and 40.
22  Ibid., 38.







since  those  who  gave  wanted  to  be  sure  that  their  generosity  was  recognized  and 
rewarded—it could be monitored. As in Caritas in Veritate eschatological rewards and 
the  awareness  of  the  transcendent were  central  features  of  this  society. As  countries 
developed,  the universal power and wealth of  the Church diminished or became frac-
tured and cities grew. Civic duty replaced religious charity as the source of poor relief. 
Compulsion  (taxation)  replaced  voluntary  (if  incentivized)  cooperation  and  social 
cohesion weakened.20
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23  Ibid., 40.




























market  rental  rate,  no  capital would be made  available  to  it  and  so nothing  could be 
produced.26
Now consider a firm which is a large employer in an imperfectly competitive market. 
It  employs highly  skilled workers  (whose  skills  are  in high demand elsewhere  in  the 











they  have  high  job  satisfaction, more  productively.28 The  firm may  also  provide  job 
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29  Costas Azariadis, ‘Implicit Contracts and Underemployment Equilibria,’ Journal of Political 
Economy 83 (1975): 1183–1202.
30  Sanford  J.  Grossman,  ‘The  Information  Role  of Warranties  and  Private  Disclosure  about 
Product Quality,’ Journal of Law and Economics 24 (1981): 461–483.
31  In Caritas in Veritate it is suggested that firms put the interests of their shareholders above the 
interests of their stakeholders to the cost of those stakeholders. This, clearly, need not be the 
case (see Caritas in Veritate, 40).
32  Caritas in Veritate, 58 and 66.

























customers,  above  its  stockholders.31  However,  these  behaviours  all  lead  to  higher 
economic  profits,  which  stockholders  demand,  and  higher  welfare  for  the  firm’s 
stakeholders than in their next best alternative.
The Community of Nations: Doha and Copenhagen
Now let us consider the community of nations when it comes together to improve the 
economic welfare  of  all members  of  that  community.32 Such  a  situation  exists  in  the 
ongoing world trade negotiations. For these negotiations to be successful, everyone must 
agree on  the socio-economic goals. This agreement has not been found in  the current 
Doha  round  of  the  World  Trade  Organization  talks  which  began  in  2001  and  still 
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33  David Harvey, ‘What Prospects for a Doha Round Agreement on Agriculture?’ EuroChoices 
6 (2007): 48.
34  Caritas in Veritate, 58.
35  Gobierno  Bolivariano  de Venezuela  ‘Declaración  política  del ALBA  en  Copenhague,’  18 
December  2009,  http://www.minci.gob.ve/noticias_-_prensa/28/194547/declaracion_politica_
del.html (accessed December 7, 2010).
















and  developed  country  consumers  mentioned  in Caritas in Veritate)  rather  than  the 
underlying losses (the costs to developed country farmers are not mentioned in Caritas 
in Veritate), but the individual governments involved, whose societies as well as econo-














run  needs  of  the  residents  of  those  countries. Goals were  necessarily  redefined,  but 
common purpose was not found.
It can be inferred that part of the reason behind the failures of the Doha Round and the 
Copenhagen Summit  is  that  all participants  could not  agree on a definition of  the 
common good and were not convinced that they would not be worse off were they to 
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37  Richard Freeman, ‘The Future U.S. Labor Supply: Shortages, Surpluses, or What?’ in Global 





















signalled by rising profits, higher  returns on capital  invested and higher wages  in  the 
growing  industries. While  financial  capital  can move  quickly  between  shrinking  and 
growing industries as it  is redeployed to its highest return use (which implies an effi-

















but, as a  result,  some domestic workers may  lose while some foreign workers gain.37 
 at National Univ. of Ireland on April 18, 2012itq.sagepub.comDownloaded from 
290 Irish Theological Quarterly 76(3)
38  Caritas in Veritate, 33.
39  For  a  more  complete  discussion  and  references  to  this  debate,  see  David  Crocker, 






















and  their  inability  to borrow on world markets at an acceptable cost)  to do  the same. 










developed world can  lead  to more severe  recessions  in parts of  the developing world 









 at National Univ. of Ireland on April 18, 2012itq.sagepub.comDownloaded from 
Pecchenino 291
























Since  investments  in developing countries are often very  risky, as a  result of poor 





tries  to  finance  investment  projects.  Few words  of  caution were  raised or  listened  to 
during this expansionary period. Things, by and large, were good. Problems were only 
recognized when the financial crisis hit, and market interest rates rose as liquidity dried 
up.  Funding  for  investments  dropped  precipitously  in  the  developed  and  developing 
world alike. To the extent that developing countries are more reliant on world, rather than 
domestic, financial markets and on markets rather than aid, and to the extent that most 
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of  religion.  Her  work  has  appeared,  for  example,  in  American Economic Review, 
Economic Journal,  and Journal of Public Economics. Her  current  research  examines 
behavioural economics and the connection between economics and theology.
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